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KEY ECONOMIC INDICATORS 


All values in million US$ Exe e rate as of 3/19/74 
unless otherwise stated. US$1.00 = F$0.79 


B C D 


A 
ITEM 1971 1972 1973 Change % 
(1972-73) 
INCOME, PRODUCTION, EMPLOYMENT 


GDP at current prices 267.7 287.0 % 
Per Capita GDP (us$) 492 518 5% 
Plant and Equipment Investment ° N.A. N.A. 
Indices: 
Wage Index 49 167 N.A. 12% (71-72) 
Average Industrial Wage 
(US$ per day) 3.37 3.79 NA. 1% (71-72) 
Consumer Price Index 115.2 125.7 139.8 1% 
Tourism, receipts and 
expenditures 40.9 45.9 = 5ST ok 31% 
Production, Major Items 
Sugar (000 long — 317.0 298.0 278.5 &% 
Copra (000 long tons 28.0 29.0 26.6 8% 
Gold (000 fine oz.) 89.0 76.0 79.6 ye 
Money Supply 49 2 57-2 = 62,12 


SOURCE: Government of Fiji Bureau of Statistics, Suva, Fiji. 


1971 1972 Jan.-Sept. 
126 
BALANCE OF PAYMENTS AND TRADE 


Balance of Payments NA N.Ae NA 
Deficit on Current Account 29 ok 40.8 NA. 
Balance of Trade - 61.9 - 82.7 - 110.4 
Exports 76.5 81.2 48.1 
Used. Share 17.&% N.Ae N.Ae 
Imports 138.4, 163.0 158.9 
U.S. Share 4% 3.0% 4.9% 


Main Imports from U.S. (1972): Machinery (1,977); Beverages and 
Tobacco (325), Manufactured Goods (243), Food (230), Chemicals (161). 
ADDITIONAL INFORMATION: 


Urban Unemployment Rate N.A. oA 
Industrial Production 91.3 i 
Retail Sales Index NA. A. 
Wholesale Price Index N.A. A. 
External Debt Seen at 

end of Year 1261 12. 
Interest on External Debt 0.89 1 
Foreign Exchange Reserves 39 43 65. 
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SUMMARY 


Despite mounting international economic pressures and serious 
setbacks in a number of areas, Fiji's economy has continued 
to grow at a moderately rapid rate during the last year, 
Development Plan VI, the first post-independence five year 
plan, has proceeded roughly on schedule. Serious declines 
in production of the country's three major commodities, gold, 
Sugar and copra, were mitigated by rising world prices for 
the three. An unexpected boom in building and construction 
provided the greatest unexpected impetus to the national 
economy. 


Tourism, Fiji's single largest foreign exchange earner, has 
continued to grow rapidly, as in previous years, The number 
of visitors to the islands has expanded substantially and as 

@ result the tourist industry as a whole has become 
increasingly important to the national well-being. Hotel 
construction was to some extent responsible for the building 
boom, Reduced international cruise and flight arrivals due 
to the world energy shortage at times threatened the industry, 
but by early 1974 permanent air transport problems appeared to 
be more of a threat. 


During the last two years Fiji has undergone its first serious 
bout with inflation, The newly created Prices and Incomes 
Board has had some success in stemming wage and price 
increases, but has been plagued by imported inflation and 
labor-management disputes. The energy shortage and increased 
fuel prices have added to the inflationary pressures, although 
the shortage has had only marginal ill effects on other 
segments of the economy. 


Agriculture, particularly the production of sugar and copra, 
remains the foundation of the economy. Production of both 
has been lagging in recent years, but this has been more than 





offset by rising world prices, Plans for agricultural 
diversification proceeded slowly but could be important in 
years to come, Success and improvements in forestry, 
cattle raising, and commercial fishing are promising for 
the future, 


The elimination of commonwealth tariff preferences effective 
January 1, 197) has made American products more competitive 
and an increased demand for goods of all types from the 
United States has ensued, In February 1974 Fiji eliminated 
its sterling link and tied its currency to the U.S, dollar, 
a move which should facilitate trade between Fiji and the 
United States. 





THE CURRENT SITUATION AND ECONOMIC TRENDS 


Fiji's economy over the last twelve months has been charac- 
terized to a large extent by continued rapid economic growth 
in many sectors and by a government fiscal policy aimed at 
curbing inflationary tendencies. Real GDP has increased at 
an average annual rate of 6.4% although sectoral growth has 
been uneven, Production in the important agricultural 
sector has generally stagnated, and damage to crops by 
Hurricane Bebe in October of 1972 resulted in declines in 
production for both 1972 and 1973, along with dire predic- 
tions for food shortages in 1973. The economy demonstrated 
its resilience by a recovery more rapid than many had 
anticipated, 


Much of the government's effort was geared toward the 
success of Development Plan VI, the first post-independence 
five year plan, which passed its midpoint in 1973. Overall 
growth has been at the projected rate, but not yet in sight 
was the m jor objective of increasing agricultural produc- 
tion and economic opportunities in the rural areas in order 
to reduce the growing urban-rural income disparity and the 
continuing migration towards urban centers, More successful 
have been new initiatives in agricultural diversification 
with a view towards import substitution and greater self- 
sufficiency in food, The long range outlook in this sector 
is bright, in part because the implementation of a family 
planning program which has resulted in a steadily declining 
birth rate. Diversification in the industrial sector 
proceeded with the establishment of several new plants, 
including a flour mill, a match factory, and a cold steel 
rolling plant. Other projects in the process of implemen- 
tation include a leather tannery, a saw mill, and wood and 
paper factories, 


Steadily rising prices led to the implementation of a 
ninety-day wage and price freeze beginning on April l, 
1973. This was followed in July by the creation of a 
three-man Prices and Income Board, and a Phase II program 
aimed at limiting future price inoreases to no more than 
5.5 per cent per annum, April also saw the passage of the 
Trade Disputes Acts, which gave the government broad powers 
to intercede for the solution of labor-management disputes, 
The goal of preventing losses in production and unwarranted 
wage increases was not met when the government shied away 
from actually using the Bill. A mejor sugar workers' 
strike soon after the Bill's passage shut the sugar mills 





and cost F$300,000 in production before its settlement, while 
other smaller scale strikes were occasionally threatened or 
carried out, 


Fiji's balance of trade has deteriorated rapidly in recent 
years. Lagging agriculture was again responsible for mch 
of the decline. Expected increases in exports of agricul- 
tural products did not materialize, and in fact imports of 
food rose an average of more than 20 per cent a year 
between 1971 and 1973. World inflation has contributed to 
Fiji's trade problems; the value of investment goods 
imported has more than doubled in 1972 and has continued to 
rise rapidly to the present date. Rising fuel prices also 
contributed to the problem, Although fuel price rises 
continue to be a set-back for an economy which can ill 
afford them, actual shortages have not resulted in discernible 
detriment to economic growth. On March 13, 1974 the Prime 
Minister announced the end of restrictions on supply and 
consumption of oil in Fiji. Further price rises, however, 
seem inevitable. The country's three oil suppliers, Shell, 
British Petroleum and Mobil, are currently awaiting action 
on a request for further price increases, 


An evaluation of the first three years of Development Plan 
VI was completed in early 1974. Its tone was optimistic, 
but its realistic attitude, focusing on areas in need of 
improvement, is a promising sign of continued effective 
planning in the future. In general, in the years since 
independence government stability and usually widespread 
popular support for its actions have resulted in the easing 
of many difficult economic situations, 


SUGAR 


The sugar industry, comprising the cultivation of sugar- 
cane and sugar refining, has traditionally been the 
mainstay of Fiji's economy. Sugar accounts for over two 
thirds of Fiji's exports, and the industry produces one 
fifth of the GDP and employs one quarter of the wage 
earning manual labor force, The industry has suffered 
setbacks for the last decade, and although it is under- 
going a revival at present the long range outlook remains 
questionable. 


A number of significant developments have affected the 
sugar industry during the last twelve months. On April 4, 





1973 the Government of Fiji assumed ownership of the South 
Pacific Sugar Mills (SPSM) and the company was renamed the 
Fiji Sugar Corporation, The purchase of shares and land 
involved a sum of over US$18 million, about half in cash 
on the date of the transfer and the rest in debentures 
redeemable over the next fifteen years, The Australian- 
owned Colonial Sugar Refining Company, the former owner 

of SPSM, is still providing experts for the Fiji Sugar 
Corporation and acts as its marketing agent. The take- 
over has not resulted in any major changes in sugar 
production, The government, in fact, was faced with a 
mjor strike by sugar mill workers, resulting in large 
losses in production, soon after the transfer. 


While Fiji's sugar production has declined steadily for 
the last three years this has been offset by rising 
world market prices, In recent months for the first 
time Fiji has received less for its quota sugar than it 
might have obtained on the free market. More important 
for Fiji than drops in production have been the 
threatened loss of markets for what it can produce, 
With Great Britain's entry into the Common Market and 
the expiration of the Commonwealth Sugar Agreement in 
January, 1974. Fiji's major market is in jeopardy. 
Negotiations for a new agreement are still in progress, 
Because of this delicate situation Fiji places great 
value on its United States sugar quota and is seeking 
an increase in 197k. A recent agreement by Great 
Britain to pay an additional £22 a ton for sugar 
delivered to it in 1972 has provided an unexpected 
boost to the industry. 


Although sugar production has been in decline for three 
years it is felt that these declines have been due to 
peripheral factors such as strikes and unusual adverse 
weather conditions, It is likely that in a good year 
Fiji would have little difficulty bringing its produc- 
tion up to past levels, The government is taking 
measures to encourage increased production in the hopes 
that markets will remain available and with the knowledge 
that sugar is likely to remin the foundation of the 


econoniy e 





COPRA 


The cultivation of coconuts, the production of copra, and 
the extraction of coconut oil remains Fiji's second largest 
industry despite a drop in output in 1973. Output has 
generally remained stagnant in recent years. Per acre 
yields have been low in part because years of depressed 
market prices did not encourage plantation maintenance, 
Two fifths of the total coconut acrage is now under 

aging trees with declining yields. Skyrocketing world 
prices for coconut products have provided the industry 
with much needed impetus, Suva basic prices for copra 
have leaped from F$130 to F$530 a ton in the last year 
and a half. Even slightly declining production has 
therefore resulted in very substantial earings. World 
prices are high because of widespread setbacks in world 
production of soybeans, fish and comm, Im all probability 
prices will again decline but for the short run, probably 
at least two years, the outlook remains bright. 


Acrage under production is currently being expanded, but 
this will not result in productim increases for at least 
five years. Although the government does sponsor a 
planting and rehabilitation loan scheme, the long-range 
prospects for production are questionable and new planting 
is not being actively encouraged. More emphasis is being 
placed on development of crops to grow under coconut trees: 
root crops, vanilla, cocoa, cashews, macadamia nuts, and 
cattle ranching are being attempted at present. Perhaps 
the largest problem facing Fijian coconut growers is 
getting their products to mrket. Much copra is produced 
in the outer islands and must be shipped to Suva or 
Lautoka for processing. Shipping costs represent a large 
part of overall costs, and realizing this the government 
has instituted an interisland freight subsidy at a yearly 
cost of F$300,000. 


GENERAL AGRICULTURE AND REIATED ENDEAVORS 


It has become evident that the important agricultural 
sector is falling far below projected levels and is in 
fact declining rather than increasing. However, in 
almost every area, the potential for development is 
great and the continued government optimism is not 
entirely unwarranted. The thrust now is toward diversi- 
fication, both for export and for import substitution. 





A National Marketing Authority was established to aid in 
the major problem of getting produce to market, and its 
success has been an encouragement to small farmers, 


Banana production, once among Fiji's leading exports, has 
been in steady decline, The small remaining industry was 
crippled by Hurricane Bebe in October, 1972 and further 
hurt by the failure of a m jor scheme at Lomaivuna, By 
the final months of 1973, however, production was again 
on the rise and fulfilled domestic needs, Major exports 
of bananas are not foreseen, 


Rice is an important staple in the islands but again 
production has not increased at anticipated levels, 
Imports totaled over 11,000 tons in 1972 and the target 
date for self-sufficiency was revised from 1975 to 1978. 
The government has made rice production a priority item 
and is offering subsidies and incentives such as a high 
duty on imports, 


Other efforts at diversification include ginger, cocoa, 
passionfruit and lettuce, Of these, ginger is particularly 
promising. Exports of ginger from Fiji are already substan- 
tial and potential for the future is great. The government 
has also instituted a "Grow More Food" campaign hoping to 
encourage the growth of more food for domestic consumption, 
especially local staples such as dalo (a root crop also 
known as taro), and so eliminate the need for greater 
imports of food, 


In related efforts considerable emphasis has been placed 
on forestry, livestock and fisheries. Of these, forestry 
has so far demonstrated the most likelihood for success, 
Considerable resources are at hand, as are markets, both 
domestic and foreign. In 1973 millions of young Caribbean 
Pine were planted on previously unused dry-zone hills in 
hopes of a booming export industry in future years. 


Livestock, both for meat and dairy purposes, has received 
a considerable push from official circles, but the goal of 
self-sufficiency and even exportable surplus is not yet 
within reach, Many new ranches were established in 1972 
and 1973, bringing the total to well over one hundred. 

New breeds of cattle, including Santa Gertrudis and 
Brahmin have been introduced to improve the quality of the 
herds. A serious unanticipated problem is keeping abreast 
of a rapidly growing domestic demand, which is itself in 
part a function of the growth in tourism and the demand by 





visitors for high quality meat. 


Fisheries represent a potentially large resource which has 
been little utilised, aside from for subsistence and minor 
exploitation by one Japanese company. Output inoreased 
slightly in 1972 but imports of 2,600 tons of canned fish 
were necessary, A tuna fishing project begun in 1971 and 
recently completed was greatly successful by demonstrating 
that bait and nearby fishing grounds existed. It is now 
hoped that a plan to increase production to significant 
levels can be operational by the end of 1975. 


TOURISN 


Tourism, through rapid expansion in the last several years, 
has become a leading seotor of the economy, The income 

from tourism has become an important factor in helping to 
offset trade deficits. In terms of foreign exchange earnings, 
tourism surpassed sugar in 1972. In spite of rapid growth, 
however, visitor figures have lagged far behind the govern- 
ment's optimistic projection of 18% growth per year. Never- 
theless, the growth rate of 10.4% from 1972 to 1973 was 
substantial, 


The growth of tourism has helped stir a boom in the building 
and construction industries, The government assists the 
hotel industry by providing various tax concessions, A 

long term development plan for the tourist industry is under 
formulation and is expected to be implemented soon. The 
plan might include such specifics as the introduction of 
excursion airfares, direct air service between Japan and 
Fiji, the opening of new sites, and the concentration of 
tourist development in specified areas of the country. 


The energy shortage presented a serious threat to Fiji's 
tourist industry, Reduced flight and cruise arrivals could 
cause a serious setback to the industry. By the end of 
1973 some international arrivals had been cancelled but not 
yet enough to cause serious dislocation. With the easing 
of the crisis this problem may be expected to subside, 
Perhaps a greater threat to the tourist industry at present 
is the possibility that Fiji will begin to be bypassed by 
many of the major airlines, American Airlines, Air India, 
and the French Airline UTA have all discontinued their Nadi 
stopovers. A further aviation dispute with the United 
States could end Pan American's landing rights and leave 
Fiji with very few mijor international arrivals. 





MINERALS 


The output of gold, Fiji's most important mineral resource 
has until recently been on the downtrend due to the gradual 
exhaustion of high grade reserves, Before the international 
price of gold began to rise rapidly in 1972 and 1973 it was 
felt that gold was a dying industry in Fiji and tentative 
plans were being formulated for the closing of the mines 
and the transfer of unemployed gold miners to other projects. 
Rising world prices have now provided a new incentive and 
previously uneconomic reserves will be exploited, Rising 
prices have provided a particular boon since under the two- 
tier marketing system for gold Fiji sells all of its output 
at the higher commercial open market price. The Emperor 
Gold Mining Company announced that due to the new higher 
price of gold their mine at Vatukoula should be able to 
continue producing for twenty-five years rather than the 
previously anticipated one or two, and this despite an end 
to large government subsidies for the industry. Fiji 
maintains no advanced gold refining facilities; its entire 
output is sold to Australia in partially refined form, 


Silver, manganese and copper deposits also exist but have 
not been fully explored and are not believed to be large. 
Silver production is rising but remains smll. Hopes for 
an important bauxite extraction operation were ended in 
1973 with the departure of the Japanese companies which 
were opening a mine at Wainunu on the island of Vanua Levu, 


PRICES, INCOMES AND LABOR 


Inflationary pressures have been increasing in Fiji for 
several years due in large part to rising import prices, 

a considerable degree of credit expansion, and substan- 
tial wage increases, Government measures to combat 
inflation have relied minly on income and price policies, 
particularly price controls. Price controls were imposed 
on selected items beginning in May, 1971 and strengthened 
throughout 1972. Success was limited, and more stringent 
controls began with the announcement of a ninety-day 
freeze on prices, charges, rents, wages and dividends on 
April 1, 1973. This was followed by Phase II in July with 
the creation of the Prices and Incomes Board, which was 
given broad authority to control wage and price increases, 
A National Economic Council mde up of business, labor and 
government representatives was established as an advisory 





body. Maximum retail prices were set on thirty-six 
categories of goods, including most foodstuffs, and 
percentage limits were set on mark-ups for imported 
goods. Price rises were limited to 5.5% per annum 
while wages were not to rise at more than 8. The 
program was moderately successful but suffered from 
continuing price rises on imported goods and domestic 
price rises due to increased demand for consumer goods, 
More ambiguous and much less stringent controls began 
under Phase III in January, 1974, and as a result the 
rate of inflation began to climb once again. 


labor-management disputes have in the past been frequent 
and costly. In the face of mounting labor difficulties 
and strikes the government in April, 1973 enacted a 
tough Trade Disputes Bill closely defining when unions 
have the right to strike and giving it the power to 
require binding arbitration in certain cases. Vocal 
opposition to the controversial Bill was led by the Fiji 
Trade Unions Congress, but popular support for the FTUC 
position was lacking and the opposition had largely 


subsided by the time of the Bill's passage. The inability 
of the FIUC to mobilize support for its position in spite 
of a major effort to do so demonstrated its wealkmess as a 
labor organization. Still, however, individual unions 
remain active. The government has shied away from using 
its broad new power and strikes or strike threats by 
individual unions have not been uncommon, 


There is no mjor unemployment among educated and skilled 
persons. However, because of the large number of unskilled 
workers in the towns the current wmemployment rate probably 
stands at something over 7%. Since statistics are not 
regularly compiled on the subject a more accurate reading 
is difficult to obtain, Underemployment in the rural 

areas is also sometimes viewed as a problem, 


INDUSTRIAL DEVELOPMENT 


Although the important agricultural sector has declined, 
the overall projected annual growth rate of 6.7% for the 
economy has almost been met, in part because of the 

success of the industrial sector. The largest increases 
have been in building and construction, transportation 

and communication, electricity, and other service sectors. 
Official pressure for more local participation in overseas- 





promoted business ventures has continued, as has encourage- 
ment for diversification through the creation of new small 

industries, One attempt at this end early in 1974 involved 
placing import controls on packaged tea as an incentive to 

local packagers, 


The largest projeot in the Public Investment Program, the 
Suva-Nadi road, began in earnest in 1973. Work on the 
road had been delayed after the projected cost figures were 
more than doubled to $31.8 million. Increased loans from 
the World Bank allowed the work to go forward. Over $7 
million was spent on the project in 1973. The work is 
being carried out by a consortium of Australian and New 
Zealand firms and the first two stretches are scheduled 
for completion in 1978. 


IMPLICATIONS FOR THE UNITED STATES 


The United States market share in Fiji has traditionally 
been smll, and in fact dropped to a new low of 3.0% in 
1972. The first months of 1973 saw a slight revival to 
previous levels of around 4%, but dollar values remained 
low. On the other hand the United States ranks second 
only to the United Kingdom as a purchaser of Fijian 
products, resulting in a chronic trade imbalance in Fiji's 
favor, The devaluations of the U.S. dollar helped some- 
what in boosting the demand for American products, but 
probably far more significant will be changes occurring 
in 1974. 


On January 1, 1974 the two-tier Commonwealth Preference 
tariff system was eliminated in favor of a single line 
tariff. The elimination of this discriminatory system 
has made a wide range of goods from the United States 
more competitive, In February of 1974 Fiji broke its 
traditional sterling link and tied its currency instead 
to the U.S. dollar. While this move was aimed primarily 
at facilitating trade with other Pacific nations it will 
also simplify transactions with the United States, 


These moves have resulted in a growing interest in and 
desire for a wide range of American goods, Fijian 
businesses are actively seeking to import products as 
varied as nuts and bolts, clothing, infant foods, 
sporting goods, and heavy machinery. There is a 





prevalent feeling that American products are likely to be 
better and cheaper than the Australian goods which have 
traditionally dominated the market, A discouraging 
constraint to date has been a lack of interest on the part 
of many American firms to deal with a market as relatively 
small and remote as Fiji. Moreover, despite the wishes of 
many Fijian buyers, their inquiries to American-based 
mltinational corporations are often referred to Australian 
subsidiaries, resulting in further detriment to the United 
States balance of trade with Fiji. 


The Government of Fiji hopes to diversify its sources of 
dependence and would welcome the lessening of Australia's 
sway over its economy that might be provided by the 
arrival of greater numbers of American products, 
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